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FEDErAL FArM
PrOGrAMS
 NATIONAL POULTrY IMPrOVEMENT PLAN. The 
APHIS	has	announced	 that	 it	has	updated	 the	National	Poultry	
Improvement	 Plan	 (NPIP)	 Program	 Standards	 document	
with	 changes	 to	 blood	 testing	 procedures	 for	mycoplasma,	
bacteriological	 examination	procedure	 changes	 for	Salmonella,	
and	the	addition	of	new	approved	diagnostic	test	kits.	80 Fed. reg. 
67699 (Nov. 3, 2015).
 FEDErAL ESTATE
AND GIFT TAxATION
 ALLOCATION OF BASIS FOr DEATHS IN 2010. The 
decedent died in 2010 and the executor retained an accountant to 
advise	on	estate	tax	matters	including	the	necessity	to	file	a	Form	
8939,	Allocation of Increase in Basis for Property Acquired from 
a Decedent.	The	attorney	failed	to	prepare	and	file	the	Form	8939	
before	January	17,	2012.	 	The	estate	 requested	an	extension	of	
time	pursuant	to	Treas.	Reg.	§	301.9100-3	to	file	the	Form	8939	
to make the I.R.C. § 1022 election and to allocate basis provided 
by	I.R.C.	§	1022	to	eligible	property	transferred	as	a	result	of	the	
decedent’s	death.	Notice 2011-66, 2011-2 C.B. 184 section I.D.1, 
provides	that	the	IRS	will	not	grant	extensions	of	time	to	file	a	
Form	8939	and	will	not	accept	a	Form	8939	filed	after	the	due	date	
except	 in	 four	 limited	circumstances	provided	 in	 section	 I.D.2:	
“Fourth,	an	executor	may	apply	for	relief	under	§	301.9100-3	in	
the	form	of	an	extension	of	the	time	in	which	to	file	the	Form	8939	
(thus,	making	the	Section	1022	election	and	the	allocation	of	basis	
increase),	which	relief	may	be	granted	 if	 the	requirements	of	§	
301.9100-3	are	satisfied.	The	IRS	granted	an	extension	of	time	to	
file	the	election.	Ltr. rul. 201544012, June 24, 2015.
 POrTABILITY. The decedent died, survived by a spouse, on a 
date	after	the	effective	date	of	the	amendment	of	I.R.C.	§	2010(c),	
which	 provides	 for	 portability	 of	 a	 “deceased	 spousal	 unused	
exclusion”	(DSUE)	amount	to	a	surviving	spouse.	To	obtain	the	
benefit	of	portability	of	the	decedent’s	DSUE	amount	to	the	spouse,	
the	decedent’s	estate	was	required	to	file	Form	706,	United States 
Estate (and Generation-Skipping Transfer) Tax Return,	on	or	before	
the	date	that	is	9	months	after	the	decedent’s	date	of	death	or	the	
last	day	of	 the	period	covered	by	an	extension.	The	decedent’s	
estate	 did	 not	 file	 a	 timely	 Form	706	 to	make	 the	 portability	
election.	The	estate	discovered	its	failure	to	elect	portability	after	
the	due	date	for	making	the	election.	The	spouse,	as	executrix	of	
BANkrUPTCY
CHAPTEr 12
 MODIFICATION OF PLAN.	The	debtor	filed	for	Chapter	12	
to	stop	the	auction	of	the	debtor’s	farm.	The	farm	was	split	into	
two	parcels	by	a	road,	with	one	parcel	containing	the	residence	and	
working	farm	area	and	the	other	consisting	of	undeveloped	land.	
The debtor presented several amended plans in an attempt to sell the 
undeveloped	parcel	in	satisfaction	of	most	of	a	secured	loan	which	
would	allow	the	rest	of	the	plan	to	be	confirmed.	The	Bankruptcy	
Court	eventually	approved	a	fifth	amended	plan	which	provided	for	
various attempts to sell privately the undeveloped parcel separately 
or	the	entire	farm	before	“the	fall	of	the	hammer”	at	a	scheduled	
auction,	at	which	time	the	auction	sale	would	be	the	final	sale	of	
the	property.	However,	none	of	the	plans	provided	specifically	for	
the	trustee	or	debtor	to	obtain	permission	to	subdivide	the	farm	into	
two	separate	lots.		Within	21	days	before	the	scheduled	auction,	
the	debtor	found	someone	to	purchase	the	undeveloped	parcel,	but	
because	the	parcel	was	not	divided	from	the	entire	farm,	the	sale	
was	not	closed	before	the	auction	occurred	and	the	property	was	
sold	to	a	buyer	with	the	highest	bid.	Before	the	auction,	the	debtor	
petitioned	 the	Bankruptcy	Court	 for	 a	modification	 of	 the	fifth	
amended	plan	to	allow	more	time	for	the	sale,	but	the	Bankruptcy	
Court	denied	the	request	because	less	than	21	days	were	left	before	
the	auction	and	Rule	9006(c)	required	at	least	21	days	notice	for	
modification	of	a	plan	under	Rule	3015.		On	appeal,	the	appellate	
court	 affirmed	 the	Bankruptcy	Court	 ruling,	 holding	 that	Rule	
9006(c)	 specifically	 prohibited	modifications	 of	 plans	without	
21	days	notice	and	 that	 the	Bankruptcy	Court	had	no	equitable	
power	to	change	that	notice	requirement.		The	debtor	also	argued	
that	the	fifth	amended	plan	should	have	been	cancelled	when	the	
trustee	failed	to	obtain	permission	for	division	of	the	undeveloped	
parcel	from	the	whole	farm	in	order	to	allow	the	private	sale	of	
the	undeveloped		parcel	to	close	before	the	auction.	On	appeal,	the	
appellate	court	affirmed	the	Bankruptcy	Court	refusal	to	cancel	the	
fifth	amended	plan	because	the	debtor	failed	to	show	any	authority	
for	the	trustee’s	duty	to	divide	the	farm.	In	addition,	the	appellate	
court noted that the amended plans all gave only the debtor the 
right to market and sell the undeveloped parcel, placing the duty 
on	the	debtor	to	obtain	division	of	the	property	prior	to	any	sale.	
In re Thorpe, 2015 U.S. Dist. LExIS 137997 (E.D. Penn. 2015).
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the	decedent’s	estate,	represented	that	the	value	of	the	decedent’s	
gross	estate	is	less	than	the	basic	exclusion	amount	in	the	year	of	
the	decedent’s	death	and	that	during	the	decedent’s	lifetime,	the	
decedent	made	no	taxable	gifts.	The	spouse	requested	an	extension	
of	time	pursuant	to	Treas.	Reg.	§	301.9100-3	to	elect	portability	
of	the	decedent’s	DSUE	amount	pursuant	to	I.R.C.	§	2010(c)(5)
(A).	The	IRS	granted	the	estate	an	extension	of	time	to	file	Form	
706	with	the	election.	Ltr. rul. 201544001, June 19, 2015.
FEDErAL INCOME 
TAxATION
 CHArITABLE DEDUCTIONS.	The	 taxpayer	was	 a	 trust	
established	by	the	owners	of	a	number	of	retail	stores.	The	trust	
was	a	99	percent	limited	partner	in	a	partnership	which	owned	
or	 operated	many	 of	 the	 retail	 stores.	The	 trust	 used	 income	
distributions	from	the	partnership	to	purchase	real	property	which	
was	later	donated	to	charitable	organizations,	mostly	churches.	The	
trust	claimed	charitable	deductions	based	on	the	appreciated	fair	
market	value	of	the	properties.	The	IRS	disallowed	a	portion	of	
the	charitable	deductions	based	on	a	valuation	limited	to	the	trust’s	
adjusted	basis	in	the	properties.	The	IRS	argued	that	appreciation	
should	 not	 be	 included	 in	 the	 fair	market	 value	 because	 the	
appreciation	 represented	 unrealized	 gains.	However,	 the	 court	
held	that	I.R.C.	§	642	provided	no	such	limitation	on	a	charitable	
donation	of	real	property	and	held	that	the	taxpayer	was	entitled	to	
a	deduction	for	the	full	fair	market	value	of	the	donated	properties.	
Green v. United States, 2015-2 U.S. Tax Cas. (CCH) ¶ 50,549 
(W.D. Okla. 2015).
 COOPErATIVES.	The	 taxpayer	was	a	 taxable	cooperative	
which	operated	as	a	wholesale	distributor	of	grocery	products	to	
its	members.	The	taxpayer’s	bylaws	required	the	distribution	of	
patronage	earnings	to	the	members,	either	as	cash	or	as	qualified	
written	notices	of	allocation.	The	taxpayer	sued	a	producer	of	a	
product	for	damages	resulting	from	overpricing	of	the	product.	
The	taxpayer	received	settlement	payments	from	the	defendants	
in	that	law	suit.	The	taxpayer’s	board	determined	that	in	order	to	
fairly	allocate	the	portion	of	its	patronage	dividend	attributable	
to the settlement proceeds, a portion should be allocated in the 
taxpayer’s	general	patronage	pool	and	the	remainder	should	be	
allocated	 to	 the	 taxpayer’s	 patrons	who	purchased	 the	 product	
during	the	litigation	period.	In	addition,	with	respect	to	the	portion	
to	be	allocated	to	the	patrons,	the	taxpayer’s	board	believed	that	
the	allocation	should	take	into	account	patronage	of	the	products	
patrons over the applicable time period. Thus, the taxpayer 
allocated	some	of	the	settlement	funds	based	on	member	purchases	
during the entire year and some based on the member transactions 
during	the	time	covered	by	the	litigation.	The	IRS	ruled	that	the	
settlement	proceeds	were	patronage-sourced	income	under	I.R.C.	
§	1388(a).		Ltr. rul. 201545001, Aug. 3, 2015.
 DEPrECIATION. Taxpayer	was	a	foreign	association	taxable	
as	a	corporation	for	federal	income	tax	purposes.	The	taxpayer	
used	an	accrual	method	of	accounting	and	files	its	federal	income	
tax	return	on	a	calendar-year	basis.	The	taxpayer,	through	three	
entities	that	were	disregarded	for	federal	income	tax	purposes,	
was	 engaged	 in	 passenger	 car	 rentals	 and	 leasing	 and	 the	
licensing	of	car	rental	concepts.	The	taxpayer	timely	filed	Form	
1120-F,	U.S. Income Tax Return of a Foreign Corporation,	for	
the	taxable	year	in	which	the	taxpayer	placed	in	service	qualified	
property	(as	defined	in	I.R.C.	§	168(k)(2)).	The	taxpayer	claimed	
the	additional	first	year	depreciation	deduction	for	this	qualified	
property on its original return. The taxpayer made numerous 
attempts	 to	 electronically	file	 an	 amended	Form	1120-F	 for	
the	taxable	year		prior	to	the	extended	due	date	of	the	original	
Form	1120-F.	On	this	amended	return,	the	taxpayer	claimed	no	
additional	first	year	depreciation,	attached	the	election	statement	
required	pursuant	to	the	instructions	to	Form	4562,	Depreciation 
and Amortization,	 and	was	 otherwise	 in	 conformance	with	
the	requirements	of	Treas.	Reg.	§	301.9100-2.	However,	 the	
taxpayer	was	 unsuccessful	 in	 electronically	filing	 the	Form	
1120-F		until	one	day	after	the	extended	due	date	of	the	original	
Form	1120-F.	Accordingly,	the	taxpayer	did	not	timely	make	
the	election	not	to	deduct	the	additional	first	year	depreciation	
provided	under	I.R.C.	§	168(k)	for	the	taxable	year.	The	taxpayer	
did	not	make	the	election	under	I.R.C.	§	168(k)(4)	to	accelerate	
alternative	minimum	tax	credits	 (and,	 if	applicable,	 research	
credits)	in	lieu	of	the	additional	first	year	depreciation	deduction	
for	any	class	of	property	placed	in	service	for	any	taxable	year.	
The	IRS	granted	the	taxpayer	an	extension	of	time	to	file	the	
amended	return	with	the	election	not	to	deduct	the	additional	
first	year	depreciation	provided	under	I.R.C.	§	168(k).	Ltr. rul. 
201544014, July 29, 2015.
	 The	 taxpayer	was	 a	 physician	who	worked	 for	 a	 hospital	
which	required	the	taxpayer	to	be	“on	call”	with	as	little	as	five	
minutes	warning.	The	taxpayer	purchased	a	motor	home	which	
allowed	the	taxpayer	to	park	near	the	hospital	while	on	call.	The	
taxpayer	took	naps	and	performed	work	on	client	records	while	
in	the	vehicle.	The	taxpayer	maintained	vehicle	use	logs	which	
showed	that,	for	the	two	tax	years	involved,	the	taxpayer	used	
the	vehicle	 for	 travel	more	 for	personal	uses	 than	 for	work-
related	uses.	The	taxpayer	claimed	depreciation	deductions	for	
the	vehicle	based	on	85	percent	business	use	in	2008	and	100	
percent	business	use	in	2009.	The	IRS	disallowed	most	of	the	
deductions, because the mileage logs demonstrated that the 
miles	 used	 for	 personal	 use	 exceeded	 the	miles	 traveled	 for	
business use. The taxpayer argued that using only the mileage 
log	to	determine	personal	and	business	use	was	misleading	in	
that	much	of	 the	use	of	 the	vehicle	was	while	 it	was	parked	
near	the	hospital.		The	court	noted	that	the	log	showed	that	the	
taxpayer	used	the	vehicle	for	only	27	days	in	2008	and	36	days	
in	2009;	therefore,	the	IRS	allowance	of	a	smaller	deduction	
was	reasonable	based	on	the	days	per	year	and	miles	traveled.	
Cartwright v. Comm’r, T.C. Memo. 2015-212.
 COrPOrATIONS
	 	 CLASSIFICATION.		The	taxpayer	was	a	foreign	company	
which	elected	to	be	taxed	as	a	corporation	but	which	failed	to	
timely	file	the	Form	8832,	Entity Classification Election. The 
IRS	granted	an	extension	of	time	to	file	the	Form	8832.	Ltr. 
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	 	 REASONABLE	COMPENSATION.	 In	 a	Field	Attorney	
Advice	 letter,	 the	 IRS	 discussed	 two	 issues:	 (1)	what	 is	 the	
appropriate direction to be provided to an expert in evaluating the 
reasonableness	of	compensation	under	I.R.C.	§§162	and	174(a);	
and	(2)	what	amounts	are	to	be	included	in	compensation	when	
testing	for	reasonableness	of	compensation	under	I.R.C.	§§162	
and	174(a).	On	 issue	1,	 the	 IRS	ruled	 that	 there	are	different	
standards	for	determining	the	reasonableness	of	compensation	
under	I.R.C.	§162	for	deduction	as	an	ordinary	and	necessary	
business	 expense	 from	 that	 under	 §174	 for	 treatment	 as	 a	
research	or	experimental	expenditure.	While	the	reasonableness	
of	compensation	under	I.R.C.	§162	looks	to	all	of	the	activities	
performed	 by	 an	 employee,	 the	 determination	 under	 I.R.C.	
§174	 is	 limited	 to	 the	 employee’s	 research	 or	 experimental	
activities.		The	IRS	listed	several	factors	which	are	are	relevant	
in	determining	 the	 reasonableness	of	 compensation,	 although	
no	 single	 factor	 is	 decisive,	 including	 “(i)	 the	 employee’s	
qualifications;	(ii)	the	nature,	extent	and	scope	of	the	employee’s	
work;	 (iii)	 the	 size	 and	 complexities	 of	 the	 business;	 (iv)	 a	
comparison	of	salaries	paid	with	gross	income	and	net	income;	
(v)	the	prevailing	general	economic	conditions;	(vi)	comparison	
of	salaries	with	distributions	to	stockholders;	(vii)	the	prevailing	
rates	of	compensation	for	comparable	positions	in	comparable	
concerns;	 (viii)	 the	 salary	 policy	 of	 the	 taxpayer	 as	 to	 all	
employees;	 and	 (ix)	 the	 amount	 of	 compensation	paid	 to	 the	
particular	employee	in	previous	years.”		On	issue	2,	the	IRS	ruled	
that	when	evaluating	the	reasonableness	of	compensation,	total	
compensation is the relevant measure. This includes taxable, 
non-taxable	 and	 deferred	 compensation.	The	 IRS	noted	 that	
compensation	paid	for	research	and	experimental	activities	also	
must	be	reasonable	under	the	seven	factors	listed	above.	FAA 
20154501F, Nov. 10, 2015.
 DISABILITY PAYMENTS.	Taxpayer	was	an	entity	created	
by	 a	 state	 legislature	 for	 the	 sole	 purpose	of	 administering	 a	
plan	to	provide	no-fault	benefits	for	birth-related	neurological	
injuries	 in	 accordance	with	 the	 plan	provisions.	The	benefits	
provided	under	the	plan	were	made	irrespective	of	fault	and	are	
the	exclusive	remedy	for	birth-related	neurological	injury	claims.	
The taxpayer administered the plan based on the individual 
needs	of	an	injured	child	who	has	been	rendered	permanently	
and	substantially	mentally	and	physically	impaired.	The	benefits	
awarded	included	a	one-time	cash	payment	or	death	benefit	to	
parents,	medically	 necessary	 therapy	 and	 equipment	 for	 the	
injured	 child,	 house	modification	 and	 upgrade,	 a	 specially-
equipped vehicle, transportation costs, attendant and nursing 
care, medically necessary drugs and other medically necessary 
expenses	of	the	child	not	otherwise	reimbursed	by	insurance.	The	
IRS	ruled	that	the	no-fault	payments	made	by	the	taxpayer	to	
parents	or	legal	guardians	pursuant	to	the	statute	were	excludable	
from	the	recipient	parent’s	or	legal	guardian’s	gross	income	under	
I.R.C.	§	104(a)(3)	and	the	 taxpayer	was	not	required	to	 issue	
information	returns	or	other	tax	forms	for	these	payments.	Ltr. 
rul. 201544019, July 28, 2015.
 HEALTH INSUrANCE.	The	IRS	has	published	information	
about	filing	Form	1095-B,	Health Coverage.		Form	1095-B	is	
used	to	report	certain	information	to	the	IRS	and	to	taxpayers	
about	 individuals	who	 are	 covered	 by	minimum	 essential	
coverage	and	therefore	are	not	liable	for	the	individual	shared	
responsibility payment. Minimum essential coverage includes 
government-sponsored	programs,	eligible	employer-sponsored	
plans, individual market plans, and other coverage the Department 
of	Health	and	Human	Services	designates	as	minimum	essential	
coverage.	By	January	31,	2016,	health	coverage	providers	should	
furnish	a	copy	of	Form	1095-B,	to	taxpayers	if	they	are	identified	
as	 the	“responsible	 individual”	on	 the	 form.	The	“responsible	
individual”	 is	 the	 person	who,	 based	on	 a	 relationship	 to	 the	
covered individuals, the primary name on the coverage, or some 
other circumstances, should receive the statement. Generally, 
the	 recipient	 should	 be	 the	 taxpayer	who	would	be	 liable	 for	
the	 individual	 shared	 responsibility	 payment	 for	 the	 covered	
individuals.	A	recipient	may	be	a	parent	if	only	minor	children	are	
covered	individuals,	a	primary	subscriber	for	insured	coverage,	an	
employee	or	former	employee	in	the	case	of	employer-sponsored	
coverage,	a	uniformed	services	sponsor	for	TRICARE,	or	another	
individual	who	should	receive	the	statement.	Health	coverage	
providers	may,	but	are	not	 required	 to,	 furnish	a	 statement	 to	
more	than	one	recipient.	The	Form	1095-B	sent	to	taxpayers	may	
include	only	the	last	four	digits	of	their	social	security	numbers	
or	taxpayer	identification	numbers,	replacing	the	first	five	digits	
with	asterisks	or	Xs.	In	general,	statements	must	be	sent	on	paper	
by mail or hand delivered, unless a taxpayer consents to receive 
the	statement	in	an	electronic	format.		The	consent	ensures	that	
the	taxpayer	will	be	able	to	access	the	electronic	statement.	If	
mailed,	the	statement	must	be	sent	to	a	taxpayer’s	last	known	
permanent	address,	or,	if	no	permanent	address	is	known,	to	a	
taxpayer’s	temporary	address.	Health Care Tax Tip 2015-70.
	 The	 IRS	has	published	 information	about	flexible	 spending	
arrangements	(FSA).	FSAs	provide	employees	a	way	to	use	tax-
free	dollars	to	pay	medical	expenses	not	covered	by	other	health	
plans.	Because	 eligible	 employees	 need	 to	 decide	 how	much	
to	 contribute	 through	payroll	 deductions	before	 the	plan	year	
begins,	many	employers	 this	fall	are	offering	 their	employees	
the	option	 to	participate	during	 the	2016	plan	year.	 Interested	
employees	wishing	 to	 contribute	 during	 the	 new	 year	must	
make	 this	 choice	 again	 for	 2016,	 even	 if	 they	 contributed	 in	
2015.	Self-employed	individuals	are	not	eligible.	An	employee	
who	chooses	to	participate	can	contribute	up	to	$2,550	during	
the	 2016	 plan	 year.	Amounts	 contributed	 are	 not	 subject	 to	
federal	income	tax,	Social	Security	tax	or	Medicare	tax.	If	the	
plan	allows,	the	employer	may	also	contribute	to	an	employee’s	
FSA.	Throughout	the	year,	employees	can	then	use	funds	to	pay	
qualified	medical	 expenses	 not	 covered	 by	 their	 health	 plan,	
including	co-pays,	deductibles	and	a	variety	of	medical	products	
and	services	ranging	from	dental	and	vision	care	to	eyeglasses	
and	hearing	aids.	Interested	employees	should	check	with	their	
employer	for	details	on	eligible	expenses	and	claim	procedures.	
Under	the	use	or	lose	provision,	participating	employees	often	
must	incur	eligible	expenses	by	the	end	of	the	plan	year,	or	forfeit	
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any	unspent	amounts.	But	under	a	special	rule,	employers	may,	
if	they	choose,	offer	participating	employees	more	time	through	
either the carryover option or the grace period option.  Under 
the	carryover	option,	an	employee	can	carry	over	up	to	$500	
of	unused	funds	 to	 the	following	plan	year—for	example,	an	
employee	with	$500	of	unspent	funds	at	the	end	of	2016	would	
still	have	those	funds	available	to	use	in	2017.	Under	the	grace	
period	option,	an	employee	has	until	2½	months	after	the	end	of	
the	plan	year	to	incur	eligible	expenses—for	example,	March	15,	
2017,	for	a	plan	year	ending	on	Dec.	31,	2016.	Employers	can	
offer	either	option,	but	not	both,	or	none	at	all.	Employers	are	
not	required	to	offer	FSAs.	Accordingly,	interested	employees	
should	check	with	their	employer	to	see	if	they	offer	an	FSA.	
More	information	about	FSAs	can	be	found	in	Publication	969,	
Health Savings Accounts and Other Tax-Favored Health Plans, 
available	on	IRS.gov.	Ir-2015-126.
	 The	IRS	has	announced	a	new	publication	for	health	coverage	
providers and applicable large employers, and those assisting 
them	 in	 preparation	 for	 electronically	 filing	 the	 2015	health	
care	information	returns,	who	need	to	understand	the	IRS	ACA	
Information	Return	(AIR)	electronic	filing	process.	Publication	
5165,	Guide for Electronically Filing Affordable Care Act 
Information Returns for Software Developers and Transmitters, 
outlines	the	communication	procedures,	transmission	formats,	
business	rules	and	validation	procedures	for	returns	transmitted	
electronically through the AIR system.  The procedures 
outlined	in	Publication	5165	should	be	used	when	the	following	
information	returns	are	transmitted	electronically:
	 Form	1094-B,	Transmittal of Health Coverage Information 
Returns
	 Form	1095-B,	Health Coverage
	 Form	 1094-C,	Transmittal of Employer-Provided Health 
Insurance Offer and Coverage Information Returns
	 Form	1095-C,	Employer-Provided Health Insurance Offer and 
Coverage
See	also
	 •	Publication	4557,	Safeguarding Taxpayer Data: A Guide for 
Your Business
	 •	Publication	4600,	Safeguarding Taxpayer Information Quick 
Reference Guide for Businesses
	 •	 Publication	 5164,	Test Package for Electronic Filers of 
Affordable Care Act  Information Returns
	 •	AIR Submission Composition and Reference Guide
	 •	Automated Enrollment External User Guide
Health Care Tax Tip 2015-71.
 INFOrMATION rETUrNS.	For	filing	season	2016,	 the	
IRS	has	 announced	 that	 it	will	 test	 a	 capability	 to	 verify	 the	
authenticity	of	Form	W-2	data.	This	 test	 is	one	 in	a	series	of	
steps	to	combat	tax-related	identity	theft	and	refund	fraud.	The	
objective	is	to	verify	Form	W-2	data	submitted	by	taxpayers	on	
e-filed	individual	tax	returns.	The	IRS	has	partnered	with	certain	
Payroll	Service	Providers	(PSPs)	to	include	a	16-digit	code	and	
a	new	Verification	Code	field	on	a	limited	number	of	Form	W-2	
copies	provided	to	employees.	The	code	will	be	displayed	in	four	
groups	of	four	alphanumeric	characters,	separated	by	hyphens.	
Example:	XXXX-XXXX-XXXX-XXXX.	The	Verification	Code	
will	appear	on	some	versions	of	payroll	firms’	Form	W-2	copies	
B	and	C,	in	a	separate,	labeled	box	(Copy	B	is	“To	be	filed	with	
employee’s	federal	tax	return”	and	Copy	C	is	“For	employee’s	
records.”)	The	form	will	include	these	instructions	to	taxpayer	
and	tax	preparers:	Verification	Code.	If	this	field	is	populated,	
enter	this	code	when	it	is	requested	by	your	tax	return	preparation	
software.	It	is	possible	your	software	or	preparer	will	not	request	
the	code.	The	code	is	not	entered	on	paper-filed	returns.	Some	
Forms	W-2	employees	receive	will	have	a	“Verification	Code”	
box	which	is	blank.	These	taxpayers	do	not	need	to	enter	any	
code	data	into	their	tax	software	product.	For	the	purposes	of	
the	 test,	 omitted	 and	 incorrect	W-2	Verification	Codes	will	
not	delay	the	processing	of	a	tax	return.	The	IRS	will	analyze	
this	pilot	data	in	a	“test-and-learn”	review	to	see	if	it	is	useful	
in	evaluating	the	integrity	of	W-2	information.	The	code	will	
not	be	 included	 in	Forms	W-2	or	W-2	data	 submitted	by	 the	
PSPs	to	the	Social	Security	Administration	or	any	state	or	local	
departments	of	revenue.	Nor	will	this	pilot	affect	state	and	local	
income	tax	returns	or	paper	federal	returns.	https://www.irs.gov/
Individuals/IRS-Tests-W-2-Verification-Code
 MyrA.	The	IRS	has	announced	the	nationwide	availability	
of	the	use	of	myRA	savings	accounts.	A	myRA	is	a	Roth	IRA	
and	is	subject	to	the	same	rules.	As	myRA	account	holders	grow	
their	savings,	they	have	the	option	to	transfer	to	a	private-sector	
Roth	IRA	with	diverse	investment	options	at	any	time,	or	transfer	
to	 a	 private-sector	Roth	 IRA	once	 they	 reach	 the	maximum	
myRA	balance	 of	 $15,000.	To	 participate	 in	myRA,	 savers	
(or	 their	 spouses,	 if	married	filing	 jointly)	must	have	 taxable	
compensation to be eligible to contribute to a myRA account and 
be	within	the	Roth	IRA	income	guidelines.	Savers	can	contribute	
to	their	myRA	accounts	as	little	as	a	few	dollars	up	to	$5,500	per	
year	(or	$6,500	per	year	for	individuals	who	will	be	50	years	of	
age	or	older	at	the	end	of	the	year).	Savers	can	also	withdraw	
money	they	put	into	their	myRA	accounts	tax-free	and	without	
penalty	at	any	time.	Roth	IRA	requirements	apply	to	the	tax	free	
withdrawal	of	any	earnings.	TDNr JL-10250, Nov. 5, 2015.
 PASSIVE ACTIVITY LOSSES.  The taxpayers, husband and 
wife,	owned	three	residential	rental	properties.	The	husband	was	
employed	as	a	licensed	real	estate	appraiser	for	a	company	in	
which	the	taxpayer	did	not	own	any	interest.	The	wife	worked	
as an independent contractor as a consultant. The taxpayers 
claimed	$40,000	in	losses	related	to	the	rental	properties	which	
the	 IRS	 disallowed	 as	 passive	 activity	 losses.	The	 taxpayer	
attempted	to	show	that	they	each	worked	more	than	750	hours	
on	the	properties,	including	many	hours	attempting	to	find	new	
financing	for	the	properties	after	they	defaulted	on	loans	secured	
by	 the	 properties.	The	 taxpayer	 did	 not	maintain	 a	written	
contemporaneous	log	of	their	activities	but	only	notes	written	
on	 scraps	 of	 paper.	The	 taxpayers	 attempted	 to	 reconstruct	
a	maintenance	 log	 of	 their	 activities	 but	 the	 court	 found	 the	
reconstructed	 log	 inconsistent	 and	 inaccurate.	Therefore,	 the	
court	 held	 that	 the	 taxpayers	 did	 not	 qualify	 as	 real	 estate	
professionals	under	I.R.C.	§	469(c)(7)	for	lack	of	substantiation	
of	more	than	750	hours	spent	on	the	rental	activities.	Calvanico 
v. Comm’r, T.C. Summary Op. 2015-64.
 PENSION PLANS.  For plans beginning in November 2015 
Season	Program	-	Record	of	Completion.	The	IRS	has	created	a	
new	video	 (https://apps.irs.gov/app/scripts/exit.jsp?dest=https://
www.youtube.com/watch?v=aBhJ9PTkG-0	)	to	demonstrate	how	
to	sign	the	Circular	230	consent	and	print	the	Record	of	Completion.	
Ir-2015-125.
 TrAVEL ExPENSES. The taxpayer originally lived in Virginia 
until	the	taxpayer	accepted	short	term	employment	in	California.	
The	employment	was	for	three	to	12	months,	subject	to	continuation	
if	the	taxpayer’s	efforts	were	fruitful	for	the	company.	The	taxpayer	
was	successful	and	the	employment	continued	for	just	over	three	
years.	The	taxpayer	claimed	the	living	expenses	in	California	as	
travel expenses. The court noted that the taxpayer had signed a 
one	year	lease	for	an	apartment	in	California,	demonstrating	that	
the taxpayer had some expectation that the employment could last 
longer than the initial three to 12 months. The taxpayer argued 
that	the	California	employment	was	not	continuous	because	the	
taxpayer	was	 laid	 off	 each	December.	The	 court	 held	 that	 the	
taxpayer’s	 failure	 to	seek	unemployment	benefits	 indicated	 that	
the	taxpayer	believed	the	employment	would	recommence	each	
January.	Therefore,	 the	court	held	 that	 the	 taxpayer’s	 tax	home	
was	in	California	and	travel	and	living	expenses	in	California	were	
nondeductible personal expenses. Smith v. Comm’r, T.C. Memo. 
2015-214.
LABOr
 UNFAIr LABOr PrACTICE.	The	plaintiffs	were	workers	
in	 the	defendant’s	dairy	and	had	approached	 the	defendant	one	
day	to	seek	a	$1	per	hour	wage	increase.	The	plaintiffs	selected	
one	of	the	group	to	represent	them	and	the	representative	falsely	
told	the	defendant	that	the	workers	would	quit	if	the	raise	was	not	
obtained.	When	the	defendant	challenged	the	workers	on	this	point,	
they	all	said	that	they	did	not	intend	to	quit	and	would	continue	to	
work	without	the	raise.	However,	the	defendant	told	the	workers	
to	leave	and	not	return.	The	plaintiffs	filed	an	unfair	labor	practice	
suit	against	the	defendant	and	the	administrative	law	judge	ruled	
that	the	evidence	demonstrated	that	the	workers	did	not	quit	nor	
intended	to	quit	because	the	raise	was	refused.	The	decision	was	
upheld	by	the	Agricultural	Labor	Relations	Board.	On	appeal,	the	
appellate	court	affirmed	both	decisions	as	supported	by	the	evidence	
based	on	the	credibility	of	the	witnesses.	The	defendant	argued	that	
the	plaintiffs	were	not	fired	because	of	the	wage	demand	because	
the	defendant	never	used	the	word	“fired.”	The	court	held	that	the	
defendant’s	actions	in	refusing	to	accept	the	plaintiffs’	assurances	
that	 they	did	want	 to	 continue	 to	work	 and	 statements	 that	 the	
workers	should	not	return	to	work	were	sufficient	for	the	plaintiffs	
to	reasonably	believe	their	employment	was	terminated.	P & M 
Vanderpoel Dairy v. Agricultural Labor relations Board, 2015 
Cal. App. Unpub. LExIS 7251 (Calif. Ct. App. 2015).
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for	purposes	of	determining	the	full	funding	limitation	under	I.R.C.	
§	412(c)(7),	the	30-year	Treasury	securities	annual	interest	rate	for	
this	period	is	2.89	percent.	The	30-year	Treasury	weighted	average	
is	3.13	percent,	and	the	90	percent	to	105	percent	permissible	range	
is	2.82	percent	to	3.29	percent.	The	24-month	average	corporate	
bond	segment	 rates	 for	November	2015,	without	adjustment	by	
the	25-year	average	segment	rates	are:	1.36	percent	for	 the	first	
segment;	3.99	percent	for	the	second	segment;	and	5.02	percent	for	
the	third	segment.	The	24-month	average	corporate	bond	segment	
rates	for	November	2015,	taking	into	account	the	25-year	average	
segment	rates,	are:	4.72	percent	for	the	first	segment;	6.11	percent	
for	 the	second	segment;	and	6.81	percent	for	 the	third	segment.	
Notice 2015-80, I.r.B. 2015-__.
 TAx rETUrN PrEPArErS. 	The 	 p la in t i ff s 	 were 	 an	
association	of	certified	public	accountants	and	their	member	firms	
who	challenged	the	authority	of	the	IRS	to	create	and	operate	the	
Annual	Filing	Season	Program	(AFSP)	which	provided	a	“Record	
of	Completion”	for	unenrolled	tax	return	preparers.	The	plaintiffs	
alleged	that	they	were	harmed	by	the	program	because	it	provided	
an	 apparent	 IRS	 credential	which	 creates	 an	unfair	 competitive	
advantage	as	compared	to	the	plaintiffs	who	do	not	participate	in	
the program. The District Court  dismissed the complaint,holding 
that	the	plaintiffs	failed	to	demonstrate	any	injury	to	them	from	
the	AFSP.	On	appeal,	 the	 appellate	 court	 reversed,	holding	 that	
the	 plaintiffs	 had	demonstrated	 sufficient	 injury	 from	 increased	
competition	 as	 a	 result	 of	 the	AFSP.	 	American Institute of 
Certified Public Accountants v. Comm’r, 2015-2 U.S. Tax Cas. 
(CCH) ¶ 50,538 (D.C. Cir. 2015), rev’g, 2014-2 U.S. Tax Cas. 
(CCH) ¶ 50,488 (D. D.C. 2014).
	 The	Internal	Revenue	Service	has	announced	that	the	nation’s	
more	than	715,000	federal	tax	return	preparers	can	now	renew	their	
Preparer	Tax	Identification	Numbers	(PTINs)	for	2016.	All	current	
PTINs	will	expire	Dec.	31,	2015.	Anyone	who	prepares,	or	assists	
in	preparing,	substantially	all	of	a	federal	tax	return	or	claim	for	
refund	for	compensation	must	have	a	valid	PTIN	from	the	IRS.	The	
PTIN	must	be	used	as	the	identifying	number	on	these	prepared	
returns.	 	Whether	 applying	 for	 a	first-time	PTIN	or	 renewing	 a	
2015	PTIN,	 the	 action	 can	 be	 completed	 online	 (see	www.irs.
gov/ptin).	The	annual	fee	is	$50.	Form	W-12,	IRS Paid Preparer 
Tax Identification Number Application and Renewal, is available 
for	paper	applications	and	renewals,	but	takes	four	to	six	weeks	
to	process.	Failure	to	have	and	use	a	valid	PTIN	when	preparing	
returns	may	result	 in	penalties	for	paid	 tax	return	preparers.	All	
enrolled	agents,	regardless	of	whether	they	prepare	returns,	must	
have	a	PTIN	in	order	to	maintain	their	status.	With	the	opening	
of	the	2016	PTIN	renewal	season,	the	IRS	will	also	begin	issuing	
Annual	Filing	Season	Program	(AFSP)		Records	of	Completion	
for	2016.	Participation	in	the	AFSP	generally	requires	18	hours	of	
CE,	including	a	course	in	basic	tax	filing	issues	and	updates,	ethics,	
as	well	as	other	federal	tax	law	courses.	More	information	on	the	
types	and	amounts	of	CE	required	for	the	program	is	available	at	
www.irs.gov/Tax-Professionals/Annual-Filing-Season-Program.	
In addition to continuing education, in order to participate in the 
AFSP,	PTIN	holders	must	have	a	valid	PTIN	for	2016	and	must	
also	consent	to	adhere	to	specific	practice	requirements	in	Treasury	
Department	Circular	No.	230	in	order	to	receive	an	Annual	Filing	
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